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L Maxeh 1959
MEMORANTUM FOR : Deputy Divector (Fians)
SUBJECT + Meeting on Cost Overrun incurred by

Genersl Rlectrio, Project CORCHA

’ undersigned attended a meeting in Fnilsdelpbia on
2= 3lm?;1959, batwesn Lockheed Missile Systems Divisics end
1ts subcontractor, General Electric, for the ¢ of discus-
sing aud snalyring & raported cost overrun of on
Project CORONA.

{a) Couses a:memmn-mwﬁms,s.m
mmtwamxumm-m-wmmm
vhich nesded to be sclvedl, pifriculties in developing rockets
mmmm.mmmmmsm:wme
of%sﬂimmtliﬂtﬁimvamm:mmwﬁpm
their design. mmmtmmmeingm state of
the art” and there were a good meny “"busts”. The Ablation Shield

; dcoe befora. A rejection rete of 2 to 1 is being
mmﬁmmu changes have been made in the Blo-
Hedical portiom of the Program which hes mul&edinmmse&
coste. And last, but perdaps most important, it is believad that
the subgontractor wes overly optimistie in its original cost
quotations and 4id not sppreciate the difficult problems {nvolved.

{b) Action being teken to prevent further cocurrences -
The smafttmtw has established s Project Control System by:

{1) Betablishing ceilings cu materials and manpower
by operation.

{2) Bstadlishing beads of indivifuel opsration (i.e.,
Yehicle, Recovery, Bio-Medical, G3E end Systems,
ete.) vho sre directly responsible to the Project
Tirector snd the Jeneral Menager.
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{3) Conducting weekly meetinge of the various
Heads of Opersticns, Project Director snd
Genernl Manager to review status of progran
and take action where required to stay within
inposed ceilinge or reduce coets.

(4) Adviss Prime Contractor (L8MD) immedistely of
any problems vhich arise which may affect the
coets or deliveries under the Program.

{e) The approximate share of the overrun to be sbacrbed
by the Project. The following is a recap of the total Program
Costes to date:

{In 1,000's of dollers)

original Actual Estimated  Total Re- 25X1
—SQuote  $hru 1/25/59 3Jo Complete yvised Cost  Iucyesse |

Material

Overhsad
Total

Total Cost
Fixsd Fee

Force (White Program) would absorb all prime equipmest costs
Wrwmnwm,mxmmu,.mz
Rocket costs and Basic Oround Support Equipment. The Agency
(Black Program) would assume sll prime equipment costs pecullar
to its program, all common development costs, all other rocket

costs and Ground Support Equipment peculiar to_the Black Pm.
On this bssis, spproximately[ pf mbw}um 25X1
is allocable to : nd s fundod 18MD. 25X 1
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Exhibita A and B attached are subcontractors' estimates and
breskdovn by Program. However, LSMD has not given sa indica-
tion ag to vhether or not they will expest a cost bulld up of
their C and A expense before they present it to us for funding.
If this 15 reguested and | ved the total overrun cuuld be
increased by approxima She LMD representative was
queried on this matter but sald he wished to discuss it with
his mansgement prior to committing hizmwelf. It is anticipated
that an engwer will be received on & March when he visits

Project Hesdguarters.

3. Oa the basis of the foregoing end Jdetailed Inforwation
furnished to the undersigned which may ds revievsd by you Af so
dssired, it iz the opinion of the undersigned that both Cone
tyractors are taking serious action to prevent & further overrun.
The subcontractor stated uneguivocsbly that, in his opinion, the
present overrun would be the maximum and there was a possibility
of some reduction in their estimate.

Contract Haegotlator

“Project Compiroller

‘3-
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